Verrill Dana..

WILLIAM S. HARWOOD — ONE PORTLAND SQUARE
PARTNER Attorneys at Law PORTLAND, MAINE 04112-0586
wharwood@verrilldana.com 207-774-4000 « FAX 207-774-7499
Direct: 207-253-4702 www.verrilldana.com

May 15, 2010

Karen Geraghty

Administrative Director

Maine Public Utilities Commission
101 Second Street

State House Station 18

Augusta, ME 04333-0018

RE: Bangor Hydro Electric Company, Maine Public Service Company,
Maine Electric Power Company, Inc. and Chester SVC Partnership

Request for Approval of Reorganization (35-A M.R.S.A. §§ 708 and 1103)
Docket No. 2010-89

Dear Karen:

Enclosed for filing are an original and four copies (including a CD) of Bangor Hydro
Electric Company’s Data Response to the following Data Request:

EX 01-06 CONFIDENTIAL
Please contact me if you have any questions or concerns.

Sincerely,

[l S fainrred

William S. Harwood

WSH/lgn
Enclosure
cc: Service List

Portland » Augusta ¢ Boston ¢ Hartford ¢ \Washington, D.C.



BANGOR HYDRO ELECTRIC COMPANY
DOCKET NO. 2010-89
EXAMINER’S DATA REQUEST NO. 1
MAY 15,2010

QUESTION NO. 6:

Please provide all discounted cash flow models of MAM or Maine Public Service
constructed by Emera, Bangor Hydro or any consultants and/or advisors to the company.
In providing the assumptions, please provide comprehensive details with respect to rate
increases, sales growth by rate class and components of the rate structure. Please provide
the weighted average cost of capital calculation underlying the rate increases including
the cost of equity assumptions. Please provide the all of the financial forecasts in an
electronic format with equations intact.

RESPONSE NO. 6:

Please see CONFIDENTIAL Attachments EX-01-06A, EX-01-06B, EX-01-06C, EX-01-
06D, EX-01-06E, EX-01-06F.

Bangor Hydro performed the valuation on return on rate base model for a cost of service
utility. As such there were no forecasts prepared for load growth, rate increases or

operating costs.

Attachments EX-01-06A, EX-01-06B, EX-01-06C, EX-01-06D, EX-01-06E, EX-01-
06F contain Designated Confidential Information pursuant to Protective Order No.
1 (Proprietary Business Information) and will be provided to the appropriate
parties under separate cover.

Response Prepared By: Gregory W. Blunden, Vice President of Business Development

Witness Responsible For: Peter E. Dawes, Vice President of Finance & Treasurer
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SC mitions

Share Prices [ 525130 FD Sheres Out= | 112,879,499 |
Split
Commen AsOf MostRecent  AsOf Effect  Split Adjusted
Shares ate re {1/9) (]
Common 112,500,000 91'3%72!009 ﬁﬁ# !{!ﬂ an'"&'%o—o 1 %
Options & Warranls 12/131/2008 Annual 1 12/31/2008 1 NA
Option
Spiit Spht Split infout of the
Price Effect Oplions Adj_ WAEP Adj mengy (1/0) Fuh Comments
tranch 1 . 1 1,176,300 1,176,300 § 18.43 § 18.43 1 1,679,
tranch 2 $25.30 1 - $ - 1 3 -
tranch 3 $25.30 1 - $ - 1 ] -
tranch 4 $26.30 1 - $ - 1 ] -
tranch & $25.30 1 - $ - 1 $ -
tranch 6 $26.30 1 - H - 1 s -
ranch 7 $26.30 1 - s - 1 s -
tranch 8 $25.30 1 - s = 1 5 -
tranch 8 $25.20 1 - $ - 1 H] -
tranch 10 $26.30 1 - H] - 1 $ -
tranch 11 $25.30 1 - $ - 1 $ .
tranch 12 $25.20 1 - $ - 1 H] -
tranch 13 $25.20 1 - s % 1 5 -
warrants $25.20 1 - $ - 1 $ -
warrants $26.30 1 - s - 1 5 .
warranis $25.30 1 - s - 1 H) -
warrants $25.30 1 - ] - 1 s -
conv. pref §25.30 1 - S - 1 3 -
cony. pref §25.30 1 - s - 1 ] -
conv. pref §25.30 1 - $ - 1 5 -
Total = 1,176,300 21,679,209
Tot e monay - (78 3801 e
Net Shares Repurchased = 856,801

Net Shares crealed from option exercise = 319,499
FD shares out= 112.819.453

$US mifilons

share Price s [~ 3iEm0] FD Shares Out = [ THT0]
Split

Common As Of Most Recent As Of Effect Split Adjusted

Shares Date Source Split _Date {110) Commen $h,
Common 1,681,924  11/12/2009 10-Q 1 1111212009 1 1,681,924
Options & Warranls 12/31/2008 10-K 1 12/3172008 1 NA

Option

Spit Spiit Split infout of the
Price Effect Options Ad WAEP money (1 ash omments
tranch 1 $45.00 1 3,932 3932 § 3028 $ 30.28 1 E) 119,061
tranch 2 $45.00 1 - s - 1 ] -
tranch 3 $45.00 1 - $ - 1 E] -
tranch 4 $45.00 1 - s - 1 E] -
tranch § $45.00 1 - $ - 1 s -
tranch §45.00 1 - $ - 1 s -
tranch 7 $45.00 1 . $ - 1 3 -
tranch 8 $45.00 1 - ] - 1 s -
tranch 9 $45.00 1 - $ - 1 3 -
tranch 10 $45.00 1 - $ - 1 s -
tranch 11 $45.00 1 - $ - 1 3 -
tranch 12 $45.00 1 - L - 1 s -
tranch 13 $45.00 1 - $ - 1 $ -
warrants $45.00 1 - $ - 1 S *
warrants $45.00 1 . $ - 1 5 -
warrants $45.00 1 - s - 1 s -
warrants $45.00 1 B S - 1 s -
conv. pref $45.00 1 - $ - $ -
conv. pref $45.00 1 - $ - 1 s -
conv. pref $45.00 1 . $ - 1 $ -
Total = iﬂi Ls 119,081 |
Tot. in-the-money =
Net Shares Repurchased = 2,646

Net Shaces crealed from option exercise = 1,%!6
FD shares out= ,683,210
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EMERA ACCRETION
Emera Share Price $ 2363 asof Feb 5/2010 close
FX Rate 1,07 as of Feb 5/2010 close
Issuance Cost 4%
Issuance Discount 4%
Net Proceeds $ a8
Leverage? 46% Plugged to have resulting leverage (60/40)
Funds Required CON $ M $ 86
Debt $ 40 31 % 70 60%
Equity $ 46 $ 46 40%
Interest Rate 6.5% $ 117
Emera Tax Rate 3%
Share Price In 2012 (for transmission investment) 2521
Project Pine - USD Earnings 3.84 382 6.57 9.41 9.52
Foreign Exchange Rate 1,07 1.07 1.07 1,07 i.OT
Project Pine - CAD Earnings 4.11 4.09 7.03 10.07 10.20
20. 20 2012 13
‘Emera Earnings 1 75.2 1914 191.7 .
Incremental Earnings 4.1 4.1 7.0 10.1 10.2
Doubla Dip Tax Afer-Tax benefits 19 2.2 27 2.7 2.7
Incremental After-tax Interest (L7 1.7) 1.7 2 .
Total Eamings 179.6 179.8 199.4 .| 17.
Emera Shares 1133 1201 1270 1277 1284
New Shares Issued ; ;i
Total Shares 0fS 7
Current EPS
New EPS
Accretion
Unleveraed
Summary of Feb Sth changes: IRR
Starting 7.31%
Transmission ROE to 10.5% 7.43%
Update FX to 1.0707 (Feb 5 close) 7.56%
Update Emera share price to $23.63 7.56%
Adjust double dip to 1.8/2.1/2,5/2.5/2.5 7.58%
Adjust tax rate to 40.8% 7.58%
Adjust seabrook ROE to 9.0% 7.58%
Adjust deferred fuel ROE to 9.0% 7.60%
Adjust deferred fuel amortizations (7.8/7.5/5.2/.9) 7.65%
Change In transaction costs to $4.5M 787%
SENSITIVITY ANALYSIS
NEW (AFTER FEB 9 CHANGES)
RBC EMERA EMERA  EMERA
BASE | Scenarlo Scenario  Scenario
Sensitivity Analysts CASE A B ¢
Unlevered IRR 1.7%| 7.22% 6.14% 5.87%
Accretion
2010 0.009 | (0.008)  (0.008)  (0.008)
2011 0.013 | (0.006) (0.006)  (0.006)
2012 0.011 | (0.009) (0.006)  (0.006)
Double Dip Tax Structure (miltion) 15 - . -
2012 Transmisslon Investment (million) 100 100 . -
Terminal EBITDA multiple 8, 8.5x 8.5x 7.9x
Unievered Pay-back (years) 20
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